DI STRI CT OF COLUMBI A

+ + + + +

ALCOHCLI C BEVERAGE CONTRCL BOARD

+ + + + +

VEETI NG

+ + + + +

IN THE MATTER OF:

Ri ght Proper, LLC,

t/a Right Proper Brew ng Conmpany Fact Finding
624 T Street NW Heari ng

Li cense #92357

Retailer CT

ANC 1B

Application to Transfer License to New Oaners

IN THE MATTER OF:

Ri ght Forward, LLC,

t/a Right Proper Brew ng Conpany
920 Grard Street NE

Li cense #97516

Manuf acturer A

ANC 5B

Application for a New Licence

April 1, 2015
+ + + + +

The Al coholic Beverage Control Board net in

Al coholic Beverage Control Hearing Room Reeves
Bui | di ng, 2000 14th Street N. W, Washi ngton,
D.C., Ms. La Verne Fletcher, Agent, presiding.

Neal R. Gross and Co., Inc.
(202) 234-4433 Washington DC www.nealrgross.com




PRESENT:

RUTHANNE M LLER, Chairperson

NI CK ALBERTI, Menber

DONALD BROOKS, Menber HECTOR RODRI GUEZ, Menber
M CHAEL SILVERSTEIN, Menber

JAMES SHORT, Menber

HERVAN JONES, Menber

Neal R. Gross and Co., Inc.
(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

P-ROCEEDI-NGS

(1:40 p.m)
CHAIR MLLER: I'mgoing to call the
case. And nore board nenbers will be com ng out

very shortly, but we have a quorum

And |I'mgoing to call Ri ght Proper
Brewi ng Conpany, l|located at 920 Grard Street
N. E., License No. 97516, Manufacturer A, and ANC
5B.

And |I'malso going to call Right
Proper Brew ng Conpany, 624 T Street N W,
Li cense No. 92357, and ANC 1B. And that's with
respect to an application to transfer license to
new owners. (Ckay, why don't we start with
i ntroducti ons?

MR, KLINE: Yes, good afternoon.
Andrew Kl i ne here on behalf of the Applicants.

M5. SNEDDEN:. Ki m Snedden.

CHAIR M LLER  Ki m Snedden.

M5. SNEDDEN: From Ri ght Proper
Brewi ng Conpany.

MR. CHESTON. Ri ght Forward.

Neal R. Gross and Co., Inc.
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M5. SNEDDEN:. O Right Forward, LLC.

MR. CHESTON: Thor Cheston.

CHAIR MLLER I'msorry, what's your
nane?

MR, CHESTON: Thor, T-HOR

CHAIR M LLER:  Thor.

MR, CHESTON: Just like the novie,
com c book.

CHAIR M LLER: Cheston. Ckay, and on
ny left?

M5. CHESTON. Leah Cheston, Right
Proper, LLC.

CHAIR M LLER.  And?

MR. SNEDDEN: And |'m John Snedden,
from R ght Proper, LLC

CHAIR MLLER Ckay. So, first of
all, | think | need to, since | called tw cases,

even though I know they're closely related and

that's why we're having this fact finding hearing

with respect to both cases, | think | need to ask

you to identify which case you're with. Can you

do that? |Is that too conplicated?

Neal R. Gross and Co., Inc.
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MR, KLINE: Yes.

CHAIR MLLER. Ckay. Maybe you can
help with that.

MR, KLINE: Ki m Snedden and Thor
Cheston are here in connection with Ri ght
For war d.

CHAIR MLLER Ri ght Forward?

MR. KLINE: Yes, which is the
Applicant for a manufacturer's |icense and
they're to ny left. And to ny right are John
Snedden and Leah Cheston, who are here for Right
Proper, which is the existing brew pub.

CHAIR M LLER.  Ckay.

MR, KLINE: And for the record, and |
t hi nk everybody knows this, but soit's all on
the record, Thor Cheston and Leah Cheston are
husband and wi fe. John Snedden and Ki nberly
Snedden are husband and wife.

MEMBER RODRI GUEZ: Ckay.

CHAIR MLLER: And you're representing
ever ybody?

MR. KLINE: | beg your pardon?

Neal R. Gross and Co., Inc.
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CHAIR MLLER: Are you representing
ever ybody?

MR, KLINE: At this point, yes.

CHAIR MLLER. Ckay, at this point.
Okay. Al right, so we have different spouses
for each relationship on different |icenses.

MR, KLINE: Right. That's why we're
here, | believe, under 23 DCVR 403 and DCK 25-
303.

CHAIR MLLER  Ckay, right. All
right, so, those are the statutes and the
regul ati ons that we've been | ooking at --

MR. KLINE. Sure.

CHAIR MLLER: -- but do you, | would
appreciate it if you could address how all the
parties will be neeting those statutes and
regul ations, particularly 403, so that we can
make sure that there's not going to be a conflict
of interest or prohibitive business interests.

MR. KLI NE: Sure.

CHAIR M LLER.  Ckay.

MR, KLI NE: We under st and.

Neal R. Gross and Co., Inc.
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CHAIR M LLER.  Ckay.

MR, KLINE: W understand why we're
here and we understand the Board's concerns.

CHAIR MLLER. Oh, let nme say one nore
thing. And |I'm sure you understand this and they
probably do, too, but this is a fact finding
hearing. [It's not an evidentiary hearing.

VW' re not putting anybody under oat h.
We're not going to, you know, be issuing any
sanctions as a result of this type of hearing.

We just want to get nore understandi ng of how you
all are going to proceed kay, thank you.

MR, KLINE: Al right. By way of
background, Ri ght Proper exists and operates as a
brew pub and is up and operating. It was owned
by John Snedden, who is to ny right, and Thor
Cheston, who is to ny left.

Utimately, it was decided that there
was an opportunity for a manufacturing facility.
Thor, who has been in the restaurant business for
a nunber of years, over the years his interest

has grown nore into the beer production

Neal R. Gross and Co., Inc.
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capabilities. And the thought was to open a
manufacturing facility, understanding we do have
the prohibitive business interests.

CHAIR M LLER  Mm hnm

MR. KLINE: He has conveyed his
interest in the on-premse license, the CT, to
his wife, Leah, who is seated to ny right. And
Leah is no stranger to the restaurant business
hersel f.

She can certainly tell you about her
experience, but she's worked in a nunber of
pl aces over the years and is not, as | said, a
stranger to the business. And will play a role,
and is playing arole at this point actually, in

terms of the operation of the brew pub. The CT

| i censee.

There is separate ownership of the two
entities. There will not be commobn ownershi p.
There will not be conmon nanagenent.

There will not be operational control
by any of the nenbers or owners of the

manufacturing facility over the CT |icensing, nor

Neal R. Gross and Co., Inc.
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any operation or nmanagenent between or by the
owners of the brew pub over the nanufacturing
facility. They understand that those are the
requi renents. Al of the nonies will be
separ at e.

And there is one compnality. There
is the hope to capitalize on the brand equity in
t he nane Ri ght Proper.

There's actually a third conmpany that
owns the Right Proper name and that nanme is
| icensed to each of these two Applicants. One,
of course, being the brew pub and the other being
t he manuf acturing conpany.

And it's a nomnal fee that's paid for
the license. |It's just that there's a separate
conpany that owns the brand, if you will. It was
t hought in that way, there would be separation.

It's not as if one owns the brand and
is licensing it to the other. Rather, there's a
third conpany and both of the Applicants |icense
the branding fromthe holder of the intellectual

property. And it's nom nal paynent just for

Neal R. Gross and Co., Inc.
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pur poses of reflecting that there is a |license

agr eenent .

CHAIR M LLER W is the third
conpany?

MR KLINE: Um

CHAIR MLLER It's a totally separate

MR KLINE: It's atotally separate
conpany.

CHAIR M LLER.  Ckay.

MR. KLINE: It doesn't have anything
to do with these operations and it's --

MR. CHESTON. It's a hol di ng conpany.
It's just a hol di ng conpany.

MR KLINE: It's just a hol ding
conpany.

MR, CHESTON. It just holds the brand
nane Ri ght Proper, so we can lay claimto that
t rademar k

MR KLINE: It's called RPIP Hol dings,
LLC.

CHAIR MLLER. Ch, okay.

Neal R. Gross and Co., Inc.
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MR. CHESTON. W have grand
aspirations for the trademark.

CHAIR M LLER.  Ckay.

MR. KLINE: And the other thing you
should know is this, the manufacturing facility
for which the license is sought has a
di stributorship agreement with a whol esal er.

MR. CHESTON. W are currently
pursui ng an agreenent with a distributor.

CHAIR M LLER.  Ckay.

MR. CHESTON: We do not have one in

pl ace.

MR KLINE: So let nme restate that.
W11l have.

CHAIR M LLER.  Ckay.

MR KLINE: So to the extent that the
brew pub buys beverages, they will not be buying

t hose beverages fromthe manufacturer directly.
This will go through the whol esal er.

CHAIR M LLER. Right.

MR KLINE: It will be an independent

and conpl etely separation operation. Not having

Neal R. Gross and Co., Inc.

11

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

nothing to do with either of these two conpani es.

CHAIR M LLER:  Mm hnm

MR. KLINE: Arnms length transaction
bet ween t he manufacturer and the whol esal er and
t hen between the whol esal er and the Ri ght Proper
brew pub.

CHAIR MLLER. Ckay. Board questions?

MEMBER SHORT: |'d just like to --

CHAIR M LLER:  Mm hnm

MEMBER SHORT: |If we had an easel or
sonet hing to show the di agram of what you said.
How t he distribution would flow?

MR. KLINE: Sure. | can, if you have
a white board or any -- |1'd be nore than happy to
do it, but I don't bring a board in.

CHAIR M LLER  How woul d this be?

MR, KLINE: |Is that possible? | |ove
that type of stuff.

MEMBER SHORT: Because, as pointed by
your attorney, it came out one way, but I'd |ike
to see it.

MR. CHESTON. So, there's a hol ding

Neal R. Gross and Co., Inc.
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conpany.
MALE: W have an easel
MR KLINE: That's awesone.
MEMBER SHORT: Thank you. Thank you,
Mar t ha.

(OFf m crophone di scussi on)

MR. KLINE: So he's asking about the
di stribution.

MR. CHESTON: Yes. There's so two
main things. So there's a -- we want to hold on
to the rights to the nane Right Proper, which is
t he hol di ng conpany.

MEMBER SHORT: |s that the one on
Grard Street or is that the --

MR. CHESTON: No, sir. It's the --

MR. KLINE: The hol ding conpany is --

MR. CHESTON. -- it's the hol ding
conpany. There's the common wordi ng of Ri ght
Proper and then there's two entities underneath
that that are conpletely separate conpanies.

MEMBER SHORT: So that's what you want

to broker?

Neal R. Gross and Co., Inc.
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MR. CHESTON: Yes, sir. That's what
|"msaying. So there's two LLCs. The first one
t hat was opened back in 2013 is Ri ght Proper,
LLC, which is the --

MEMBER SHORT: That was opened when?

MR, CHESTON: In 2013.

FEMALE PARTI CPANT 1: Decenber --

MEMBER SHORT: Ckay.

MR, CHESTON. We started operation in
2013 Decenber, and then we have started anot her
LLC. I'mstarted to get a little dyslexic with a
| ot of these lines. W started another LLC that
we're calling Right Forward and this is purely
manufacturing. They're a different |icense
cl ass.

MEMBER SHORT: \What year did that
start?

MR CHESTON: January 1, 2014.

MEMBER SHORT: Ckay.

MR CHESTON: ' 15.

CHAI RVAN M LLER:  Ch, okay,

manuf act uri ng.

Neal R. Gross and Co., Inc.
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MR CHESTON: Yes. So it' a different
| icense class. So there's just the hol ding
conpany.

MR. KLINE: Let ne be clear, though,
in terms of the hol ding conpany. The hol di ng
conpany does not own these conpanies. The
hol di ng conpany is a msnoner. | want to be
clear on that. Even though it's called RPIP
Hol di ngs, LLC, it does not own these LLGCs.

The rel ationship between RPIP, RP is
Ri ght Proper, IP Intellectual Property, if

anybody's curious. RPIP owns the intell ectual

property.

It has |license agreenents, which is,
for those of you that don't know, |icense
agreenment doesn't nean an ABC license. It neans

the rights to use a particular brand.

It has agreenents with the two
Applicants, Right Proper and R ght Forward, but
Ri ght Proper is owned by, and |I'm going to use
first nanmes since we have spouses soO we're not

confused, Leah and John. And Right Forward is

Neal R. Gross and Co., Inc.
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owned by Ki m Snedden and Thor Cheston.

So the ownership is conpletely
separate. There's just a |licensing agreenent
bet ween what's on top and those two conpani es.
And then if we were to go fromthere, if you | ook
at Right Forward, Right Forward -- probably just
do by a triangle and if you don't m nd ne doing
it so that communicated clearly is independent.

MR. CHESTON: The two businesses in
D.C. are Right Forward and Right Proper. One is
a, has a tavern license and that we opened on
Decenmber 10, 2013. It is an operating restaurant
with a group owned endorsenent.

W want to extend the brand and |I'm
very anbitious and so | thought that there were a
| ot of different avenues where we coul d extend
the brand. And so, one of the extensions is as a
manufacturing |icense.

To be honest, ny wife has been in the
restaurant industry as a nanager for over ten
years. She's nuch better at this job than | am

| was nore than happy to turn over the restaurant

Neal R. Gross and Co., Inc.
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operations to her so that | could focus on the
extensi on of the brand and manufacturing. |'m
sorry. |'mvery nervous.

CHAIR MLLER. No, don't worry about

MR, CHESTON. Manufacturing and
extending the brand. | want to see the brand
growin a lot of different ways.

MR, KLINE: Thor, if | could, let nme
just finish with the chart, because that's where
we were. SO --

CHAIR M LLER I'mstill confused
about that. | don't -- probably others are, but
Ri ght Proper is the brand of what? |Is the brand
a certain brand of alcohol? |Is that it?

MR KLINE: No.

CHAIR MLLER O is it a name? A
brand nanme or what is it?

MR KLINE: It's a brand nane.

MR, CHESTON: It's a brand nane.

CHAIR M LLER A brand nane. So even

t hough these --

Neal R. Gross and Co., Inc.
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MR CHESTON: | want to manufacturer
notorcycles in Italy.

CHAIR M LLER:  Yeabh.

MR CHESTON: | want to have surf
boards nade in Australia. Everything under the
Ri ght Proper nanme. And so |I'mjust establishing
t he foundati on now.

CHAIR M LLER.  Ckay.

MEMBER ALBERTI: So who el se owns the
hold -- do any of these people have an interest
in the hol di ng conpany you just --

MR, KLINE: John and Thor own the
hol di ng conpany.

CHAIR M LLER.  On.

MEMBER ALBERTI: Om the hol ding
conpany that have the intellectual property?

MR, KLINE: That owns the intellectual
property.

MEMBER ALBERTI: Al right.

MR, KLINE: Ckay?

MEMBER ALBERTI : Thank you.

MR. KLINE: And then the holding

Neal R. Gross and Co., Inc.
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conpany, as | said, licenses that brand nanme to -

MEMBER ALBERTI: | got it.

MR, KLINE: Ckay.

CHAIR MLLER: But | don't get it
totally. Wy do --

(Si nul t aneous speaki ng)

CHAIR MLLER If it's Right Proper
and you call this Right Forward, you're still
goi ng under the brand nane of Ri ght Proper?

MR. CHESTON: No, no, no, no. That's
not our d/b/a.

CHAIR M LLER: Ch, okay.

MR KLINE: Let nme see if | can
clarify it, okay. So Right Proper, this is
actually called RPIP.

CHAIR M LLER  Ckay.

MR KLINE: RPIP invents the
intellectual property. RPIP has, | think this,
we' ve established they've got lots and | ots of
this and that w thout this.

CHAIR M LLER  Yeah.

Neal R. Gross and Co., Inc.
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MR. KLINE: Has a licensing agreenent
with R ght Proper, LLC

CHAIR M LLER.  Ckay.

MR. KLINE: Owmns the current Right
Proper, LLC, owns the current operating brew pub.

CHAIR M LLER:  Mm hnm

MR. KLINE: The brew pub, owed by Leah
and John, because Thor transferred his interest
in the brew pub to Leah. Right Forward, LLC, is
the Applicant for a manufacturing license. It
will be essentially a brewery. It also has a
separate licensing agreement with RPIP for use of
the Right Forward --

FEMALE PARTI Cl PANT 1: Right Proper

Br and.

MR, KLINE: -- trade marks, brand
nanes - -

CHAIR M LLER.  Ckay.

MR KLINE: -- right. And it wll
operat e i ndependently as a brewery. In terns of
distributing it's product, it then will enter in

to an agreenent, a distributorship agreenent,

Neal R. Gross and Co., Inc.
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wi th an i ndependent whol esal er not owned by any
of them The famliar nanes that you all know.
| don't know who you're talking to. W're not

going to get into that --

CHAIR M LLER.  Ckay.

MR KLINE: -- in ternms of all the
negoti ating we had this norning, but one of your
| i censed whol esalers will be the distributor for
Ri ght Forward, LLC, which will trade as Ri ght
Proper Hol di ng, okay?

CHAIR M LLER.  Ckay.

MR. KLINE: And then, so, to the
extent that the brew pub buys beverages that were
initially manufacturer in Right Forward, those
will go through the wholesaler. So that Ri ght
Proper, LLC, the brew pub, will have an arnis
| engt h transacti on buyi ng beverages from a
whol esal er.

CHAIR M LLER:  Mm hnm

MR, KLINE: And simlarly, Right
Forward, as the brewery, w Il have an

arrangenent, an agreenent, arnis length, with an

Neal R. Gross and Co., Inc.
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i ndependent whol esal er that's not involved with
either of them Does that nmake it somewhat
clear?

CHAIR M LLER. Yeah, yeah. Al right

MR. KLINE: Thank you.

CHAIR M LLER: Thank you. Ckay.
That's great. Thank you. Al right, questions?
Al right. Wile I'mwaiting for themthen, |'m
going to ask you, |ooking at 403.1.

MR KLI NE: Yeah.

CHAIR MLLER: |I'mnot sure exactly
where you are in the process. | want to know,
have you submitted any affidavits at this point?

MR KLINE: No. W have them
prepared. We will submt them W wanted to see
i f there was additional concerns that the Board
had as a result of this hearing.

CHAIR M LLER:  Mm hnm

MR. KLINE: W have drafts prepared
themand will file themtonorrow, but | wanted to
see --

CHAIR M LLER  Ckay.

Neal R. Gross and Co., Inc.
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MR KLINE: -- whether there was
anything el se that the Board m ght want us to
i nclude in such an affidavit, other than
specifically what's in A through E.

CHAIR MLLER: So there's going to be
totally separate bank accounts and things |ike
that, right?

MR. CHESTON: And those have al ready
been est abli shed.

CHAIR MLLER Ckay. Al right, you
present that neither spouse will have control or
operational control or whatever over the other
busi nesses. Are there any docunents that you are
using to establish that or are you just saying
that's --

MR, KLINE: Well, the LLC docunents
refl ect who the owners are.

CHAIR M LLER  Ckay.

MR, KLINE: And we will, although I
don't knowit's technically required, we'll do it
anyway, we'll -- shortly we contenplated doing an

affidavit on behalf of the new Applicant, which

Neal R. Gross and Co., Inc.
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is the manufacturing facility. W'Il give you
one fromthe other one as well so that
everybody's clear on their direct fromne. You
understand that we understand what's required.

The operating agreenents reflect who
the owners are. |If the Board prefers sonething
nore than the operating agreenent and the
affidavits, which will be sworn, we're certainly
happy to entertain it.

CHAIR MLLER  Ckay. So, right now,
you' re tal king about two affidavits, which I
think is a good idea.

MR. KLI NE: Four.

CHAIR M LLER  Four affidavits?

MR. KLI NE: Four.

CHAIR M LLER.  Ckay.

MR KLINE: There will be one from
each of them

CHAIR MLLER. Ckay. And the
operational agreenents that are with each?

MR, KLINE: Right. OCh, in the

interests of full disclosure, so that we get

Neal R. Gross and Co., Inc.
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everything on the table?

CHAIR M LLER:  Yeabh.

MR KLINE: John Snedden al so has an
i nterest in Rocklands, which is also |icensed by
himand we will, that's included in his
affidavit. That, and it also will be included in
Kinberly's affidavit that she has no interest in
Rockl ands and will not have any interest in
Rockl ands and will not exercise any advant agenent
authority over Rocklands or operational authority

And, well, that's all | need actually
from Ki nberly, because John is already indicating
in his affidavit that he has no operational
control or participation in the running of the
brewery.

CHAIR M LLER.  Ckay.

MR. KLINE: Not to further conplicate
it, but I want to nmake sure that they got it on
record.

MR. CHESTON. And things can be
suppl enented wi th payroll docunentation

schedul i ng docunent, which is all -- we use an

Neal R. Gross and Co., Inc.
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on-line platformfor all of our scheduling and
things like that. And so you would see when |
was on payroll --

CHAIR M LLER:  Mm hnm

MR CHESTON: -- and when |'m not.
And all that we would be nore than happy to
provi de for you.

CHAIR MLLER: Ckay. Do you have a
guestion? Oher board nenbers have questions?
No?

MEMBER ALBERTI: | have --

CHAIR MLLER. Go right ahead.

MEMBER ALBERTI: Right now, | have one
gui ck questi on.

CHAIR M LLER.  Ckay.

MEMBER ALBERTI: And |'m curious about
your agreenment with the whol esal er or when you
have one. WII| that whol esaler be allowed to
sell Right Proper products to other
establ i shnment s?

MR. CHESTON: Yes. And that's the

line. That's the entire brand --.
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FEMALE: | hope so. Please.

MR CHESTON: -- that we sell.

MEMBER ALBERTI: Al right, all right.
So it's not just the pipeline fromone, fromthe
manuf acturer straight to the brew pub. It's --

MR. CHESTON: Yeah.

VEMBER ALBERTI : | nmean, you're
selling to the --

M5. CHESTON: (Qther restaurants and
retail sources.

MEMBER ALBERTI: You're selling to the
whol esal er and the whol esal er can sell to
whoever he chooses?

MR, CHESTON. We want to expand the
production of the brand so that we can satisfy --

MS. CHESTON: Right.

MR CHESTON: -- the demands that we've
had fromretail stores.

MEMBER ALBERTI: Ckay.

MR. CHESTON: On prem ses.

M5. CHESTON. And satisfy denmand.

Yea. You know, we've only been able to produce

Neal R. Gross and Co., Inc.

27

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

28

just enough for the brew pub so far, so that
drove us to find this location on Grard Street
so that --

MEMBER ALBERTI: Okay

M5. CHESTON. -- we can satisfy the
rest of the world.

MEMBER ALBERTI: Ckay, thank you

CHAIR MLLER I|I'msorry. | forgot
who' s who.

MR KLINE: John --

CHAIR M LLER:  John.

MR KLINE: -- Snedden.

CHAIR MLLER. So you're the one, you
said you had interest in Rocklands.

MR. SNEDDEN: Rockl ands as wel | .

CHAIR M LLER  And which |icense do
you have an interest in in this case? The
manuf acturing or the other one?

MR. SNEDDEN. The Ri ght Proper, LLC
The brew pub

CHAIR M LLER.  Ckay.

MR. CHESTON: The tavern |icense.
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CHAIR MLLER: The tavern, okay.

MEMBER ALBERTI: To the right of M.
Kline is the brew pub and to the left of M.

Kline is the manufacturing.

(Si mul t aneous speaki ng).

MEMBER ALBERTI: You have to sort of
keep the players straight. No, | amjust trying
to hel p out everybody.

CHAIR MLLER: Are you with the
tavern?

MR. KLINE: | beg your pardon?

CHAIR M LLER  The tavern? Over -- is
John? Okay. Because | was |ooking and | just
want to nmake sure there's not a conflict 25-
303.3. And it doesn't look like there is, if
you're a tavern, a CI.

MR. SNEDDEN: That's Ri ght Proper,
LLC.

CHAIR MLLER Right. Gkay. Anything
el se? M. Jones?

MEMBER JONES: Thank you, Madam Chair.

Just, | think |"mpiecing it together,so just

Neal R. Gross and Co., Inc.
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st upi d.

t hat together?

owner ship over to Leah

MR, CHESTON:

t ake pl ace.

MR, CHESTON:

M5. CHESTON:

recently occurred.

M5. CHESTON:

M5. CHESTON:

MS. CHESTON:
to own it.

MEMBER JONES:
own t hat.

MS. CHESTON:

MEMBER JONES:

MR, CHESTON:

MVEMBER JONES:

MVEMBER JONES:

MVEMBER JONES:

Ckay.

MVEMBER JONES:

30

bear with nme if the questions come out just

The brew pub, Thor and Leah used to own

No. Thor and John used

Thor and John used to
Toget her.

Ckay.
And | turned ny
Inits entirety?
Yes.
Okay. Wien did that
That was our official --
January 1, 2015.

kay. So it just
Yes.

January 1, 2015.

Yes. | held another
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job at a restaurant in DC --

MEMBER JONES: Got it.

MS. CHESTON: -- until Decenber 31st,
30th, and | quit that. That was a full-tinme job
and | quit that and amnow full-tine director of
operations at the brew pub.

MEMBER JONES: Ckay |Is there anything
in either of the operating agreenents that are in
place for, well, let nme back up. Are the only
busi nesses, or only activities that Ri ght Proper,
LLC, is engaged in directly related to and only
to the operation of the brew pub?

M5. CHESTON: That's correct.

MEMBER JONES: That's it?

M5. CHESTON: Yes.

MEMBER JONES: Is the intent for there
to be any other things added to the portfolio of
operati ons associated with Right Proper, LLC, at
this tine?

MS. CHESTON:  No.

MEMBER JONES: No. Does the operating

agreenent speak to that?
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MR, CHESTON:

MEMBER JONES:
bot h i nstances?

MR, CHESTON:

MEMBER JONES:
event,

does the operating

the event that you becone

way, shape or fornP? Wat
i nterests?

MR, CHESTON:
I nsur ance.

MEMBER JONES:

MR, CHESTON:

i nsurance that's in place.
MEMBER JONES:
MR, CHESTON:
busi ness is the recipient
that. And the managenent,
managenent ,
agreenent for

has been transferred from

MVEMBER JONES:

Ri ght Proper,

32

Absol ut el y.

It does? Ckay. In
Yes.

Ckay. And in the

agreenent speak to in

i ncapacitated in sone

happens to your

There's a key man

Key man i nsurance?

Yep. There's key man
Ckay.
Leah is -- so the

or the beneficiary of

t he chai n of

i s addressed within the operating

LLC, and all of that
nmy nane to Leah's nane.

Can we -- so if she
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gets hit by a truck?
MR, CHESTON: W have a plan, a

managenent, in place, as well as an insurance

pol i cy.

MEMBER JONES: So, under no
circunstances will you be allowed to, as an
i ndi vi dual - -

MR. SNEDDEN:  No.

MEMBER JONES: -- cone into Right
Proper, LLC, and that's docunented in the
operating agreenents. GCkay. And just to nake
sure I'mfollowng, if, and | don't want to sound
norbid or noribund in any way, shape or form but
in the event that sonething happens where you're
not able to performin the function that you're
currently performng in --

M5. CHESTON:  Sure.

MEMBER JONES: What are the, at a high
| evel , what happens to your ownership interest in
Ri ght Proper, LLC? Does it get forwarded to
John? Does it go in sone type of famly trust?

What happens as part of that? And ny concern is
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| just don't want you to becone incapacitated and
then he, by virtue of himbeing your husband,
gets those rights. That's what I'mtrying to
under st and.

M5. CHESTON. It's in your last --

MR, CHESTON: You're probably entering
into the --

M5. CHESTON: -- in to the --

MR. CHESTON. That's a very good
guestion. W --

MR KLINE: Well --

M5. CHESTON: -- to the investors.

MR, KLINE: |If there's key man, and |
didn't do their business deal, so |I'mnot as
intimately famliar with these docunents.

MEMBER JONES: Right. | didn't do it
ei ther, so.

MR, KLINE: It's not by ny doing.
What's that?

MEMBER JONES: | said, | didn'tdo it
either. That's why |I'm asking these questions.

MR. KLINE: That's a great question.
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|f there's key man insurance, typically what that
nmeans i s that the conpany has insurance on the
key personnel .

MEMBER JONES: Mm hmm

MR. KLINE: In the event sonething
happens to them the proceeds of that policy are
then used to buy out the decedent. That's
cl assic key man circunstance so that if something
happened to Leah as a key person, the conpany has
I nsurance on her

That noney woul d then be used by the
conpany to redeem her interest or buy it out from
her estate, dependi ng upon the how t he docunents
are done.

MR. SNEDDEN: In this case, that's how
we have it set up so --

MEMBER JONES: That's you set it up?
Ckay. Al right.

MR. SNEDDEN:. -- if sonething were to
happen to ne, | get hit by a bus --

MEMBER JONES: Right.

MR. SNEDDEN:. This policy enacts and
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Leah gets the paynent. It helps to replace ne
and then, | guess, the paynent goes to buy ny
interest --

MEMBER JONES: Ckay.

MR. SNEDDEN: -- out, so she would
become the --

MEMBER JONES: So fromthe standpoint
of the business operations, I'mnot -- imuateri al
to me, right. 1'mjust nore concerned that there
-- isit, in any way, shape or form contenplated
and al so docunented in the operations agreenent
in such a way that that's what will happen?

MR CHESTON: Yeah.

MEMBER JONES: Ckay.

MR. CHESTON. That was in the selling

poi nt for --

MEMBER JONES: Ckay.

MR CHESTON: -- investors. That's
why.

MEMBER JONES: Ckay, cool. That was
nmy main concern | just wanted to nake. So

everything el se sounds pretty straight forward in
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terms of aggregation.

MR, CHESTON. That is a great
guesti on.

MEMBER JONES: Al right. Thank you.
That's all | have now, too.

CHAIR MLLER Ckay. M. Rodriquez?

MEMBER RODRI QUEZ: Mainly a point of
information for me and maybe counts with you, but
|l et's say the brewery, Ri ght Forward?

MR, CHESTON:  Mm hmm

MEMBER RODRI QUEZ: The brewery. Now,
suppose you come up with a new brew, right?
You' re innovative, creative, and you cone up with
a new brew. So, is that trademarked or patented?

CHAIR M LLER: That these individuals

MR. CHESTON. That's a very good
guestion. Wthin --

CHAIR M LLER:  Mm hnm

MR. CHESTON: Federal |aw does not
allow a brewery to patent a recipe.

MEMBER RODRI QUEZ: Right. So it would
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be a trademark then.

MR CHESTON: So we woul d have
trademarked -- we would have a certain |abels
t hat woul d be trademarked through TTV and, yes,
and we expect to expand on it.

So Right Proper is -- Right Proper
Brewi ng Conpany nekes a beer call ed Rai sed By
Wl ves. Right Proper Brew ng Conpany nakes a
beer called Haxon. R ght Proper Brew ng Conpany
makes a beer called Alice. W would have
different trademarks for all those different
beers.

MEMBER RODRI QUEZ: So Ri ght Forward,
then who woul d get the rights to that new,
I nnovative brew?

MR. CHESTON: A new, innovative brew.
That would go to R ght Forward, which is actually
manufacturing that brew On any sort of scale,
t hat woul d, you know.

MEMBER RODRI QUEZ: So Ri ght Proper
woul d not have any rights?

MR. CHESTON: No, no, no, no, no. The
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only thing, R ght Proper, the hol ding conpany,
the only thing we're concerned about is those two
words in that order. Right and Proper.

MEMBER RODRI QUEZ: My second question
is, as far as the whol esaling, does Right Proper
have any say on that?

MR. CHESTON. Does Right Proper?

MEMBER RODRI QUEZ: Have any say on the
whol esal i ng?

MR. KLINE: You nean the tavern? No,
that's up to them

MR CHESTON: No.

MEMBER RODRI QUEZ: Ckay. All right.

FEMALE: It's Right Forward's
deci si on.

MEMBER JONES: And so --

CHAIR MLLER  Yes?

MEMBER JONES: And just to be clear,
so take this with a grain salt, obviously,
| egal |y, conpletely separate, right? Conpletely
separate entities, but you're still going to be

husband and wife, right? So there's still going
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to bedroomtal k, pillow talk, discussions, what
should | do, what do you think, but you'll have
i nfl uence on the nechanics of the decisions that
are made. You can only provide |oving feedback
and support or constructive input to your
husband. No nore than any other wife, right?

M5. CHESTON. There are other jobs.

MEMBER JONES: Ri ght, okay.

MR, CHESTON: If you don't mnd ne
speaking candidly, my wife is a nuch better
hospitality manager than I am

MEMBER JONES: Ri ght.

MR, CHESTON. Al right. She's been
in the restaurant industry for --

MEMBER JONES: You're so hard on
yourself, sir.

MR. CHESTON: No, you are.

MEMBER JONES: Hey, Thor, just so you
know, you're scoring nmgjor points with the M ssus
ri ght now.

MR. CHESTON. | have a long-termgold

digger. So nmy brother, who is married for ten
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years, has two kids, says you're not actually
married until you have children. The day that |
signed ny business interest over to ny wife, we
really got married. Despite the fact that our
marriage |icense goes back to 2010.

MEMBER JONES: (Got you.

MR CHESTON: So that was the real
date of our marriage. |s there going to be
pillowtalk? Are we going to discuss things?
Absolutely right. |s she going to run that

restaurant? Yes. Because | amterrible at doing

t hat .

MEMBER JONES: Fair enough.

MR. CHESTON:. She's nuch better at
doing it.

MEMBER JONES: Fair enough.

M5. CHESTON:. Nor am | going to run
the --

MR. CHESTON:. Yeah, just, you know.

MEMBER JONES: (Got you.

CHAIR M LLER. Ckay. Any other
guestions on -- oh, M. Jones?
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CHAI R JONES: Yes, thank you. So, and
it's alittle bit nefarious in nature, so just
bear with ne. Is it, and so |'msure you'll
understand where |'m goi ng without nme having to
piece it together, so right now we have, what we
have on our docunents in terns of the Leah, John
and ot her nenbers, right? And that's this
docunent here.

| apologize. I|I'mreferencing a
docunent that | haven't identified. It appears
to be the application for R ght Proper, LLC, for
the associated license. And it lists the
i ndi vi dual s and percentage of ownership, okay?

Clearly, this can change in the
future. And what | amcandidly speaking to is a
concern. Not that | believe you are nefarious in
nature, but it's possible.

You could trade a separate entity, dot
dot dot, XXX, LLC, of which you're a nenber and
you're a nenber. You being Thor and you being
Leah are a nenber. And that entity could then

buy interest inthis. |s there anything that
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prevents that from happeni ng?

MR, KLINE: | think that, oddly
enough, and | think it's the way the regul ati ons
grew up --

MEMBER JONES: Uh, huh.

MR KLINE: The restrictions on
spouses and the | aws on spouses hol di ng
conflicting interest, are actually nore precise
and clearer than they are if you and | were to go
i nto business together. O, | nean, if you | ook
at 403 --

MEMBER JONES: Ri ght, yeah.

MR KLINE: 403 is nuch stricter.
And, you know, in fact, we had a situation
recently where we had to give an opinion on this.
And | can only argue by anal ogy, well, we presune
t he Board woul d, you know, would apply 403.

Al t hough, 403 only seens to tal k about spouses.

MEMBER JONES: Right.

MR KLINE: Because there's not nuch
meat in 303.

MEMBER JONES: No, | got you. Yeah.
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MR, KLINE: So --

MEMBER JONES: Fair enough.

MR, KLINE: Because of 403 --

CHAIR M LLER:  Yeabh.

MR. KLINE: -- | think you have | ess
concern froma strictly | egal standpoint that
they're going to do any of that, because anyt hing
that they would do would likely run afoul of 403.
403, even if it didn't run afoul of the precise

| anguage of 303, which seens to be a |ot |ooser

in terns.
MEMBER JONES: Fair enough.
MR, KLINE: Just not very precise.
MEMBER JONES: Thank you. Thank you,
Madam Chair. That's all | have.

CHAIR MLLER Ckay. Any other Board

guestions?

MEMBER RODRI QUEZ: | have a Board
guesti on.

CHAIR MLLER Ckay, M. Rodriquez.

MEMBER RODRI QUEZ: About again the
i ndependent whol esalers. Wuld they -- are you
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restricted to D.C. or would you be using
whol esal ers outsi de of Washington, D.C ?

MR, CHESTON. It's a possibility, but
just any whol esal e distribution agreenent that we
woul d sign would be within the D.C

MEMBER RODRI QUEZ: Ckay.

MR CHESTON: And then if we wanted to
nove into the Maryl and market or Virginia market,
we' d have to have a separate agreenent.

Regardl ess of if there's joint ownership between
the two different distribution owers. It al
cones to where the warehouse actually. \Where the
product is actually stored.

MEMBER RODRI QUEZ: Ckay, thank you.

CHAIR MLLER Ckay. Anything el se
you want to add in this hearing?

MR, KLINE: No, | think, | nean, |
appreci ate the Board fleshing out these issues
when we understand the concern. | think it's
been wel | thought out by the Applicants in terns
of what they want to do here. The law is not

i deal given the evol ving concepts that we're
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seeing in the District of Colunbia between those
t hat manufacture --

CHAIR M LLER  Mm hnm

MR, KLINE: -- and those that serve on

prem ses. Those are the |laws and we have to
conply with them And | think that there's been
given a lot of thought in this situation to
conpl i ance.

W will file the affidavits probably
tonmorrow, which will reflect exactly what's in
the regulations. | haven't heard anything today
that | eads ne to believe that you need anything
el se. But of course, if you do, we're happy to
supply it. And | think it's all pretty clear,
even as convoluted as it m ght have seened at
first.

CHAIR M LLER  The affidavit w |
address a little nore specifically than just the
general, right? Like, you're not just going to
go A, B, C and --

MR, KLINE: Well, we're going to say

they're not going to have any interest in then
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we'll -- exactly and we'll identify the
conpanies. In Kinms case, we'll identify the two
on-prem se |icensees --

CHAIR M LLER.  Ckay.

MR KLINE: -- that her husband has
ownership interest in and make it clear that she
wi |l not have the operational control and wll
not be entitled to the profits and so on, so
forth.

CHAIR MLLER Ckay. | just kind of
nmean if there are any safeguards that you are
setting up or, you know, how woul d we see that
that won't happen. For instance, nmaybe it's al
in the operating agreenents that you're going to
submt as well, right?

MR. KLINE: Yeah. | nmean, | think the
saf eqguards are know edge of what the restrictions
are. And, | nean, |look, we all know we can put
anything in the operating agreenents, but if the
peopl e who are sitting at these tables don't
understand what the lawis and don't intend to

conply, it doesn't really nmean a whole |ot.

Neal R. Gross and Co., Inc.

(202) 234-4433 Washington DC www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

48

But | think you' ve heard fromthese
peopl e today and they do understand what the
requi renents are and we can all acknow edge t hat
they're clunsy, but so be it. That's the |aw
And they're going to conply with those and they
will give, we will give, you affidavits affirmng
that they understand what the law is and that
they're going to conply.

CHAIR MLLER Ckay. | just neant
sonething -- |'ve heard sonme specifics today, you
know. Such as you're going to have separate
accounts and things |ike that.

FEMALE: Separate bank accounts.

MR CHESTON: Al of that. W'd be
nore than happy to --

FEMALE: Separate payroll.

MR. CHESTON:. --provide you any of
t hat i nformation.

CHAIR M LLER.  Ckay.

MR. CHESTON. W do have separate
operating agreenents. Al of that can be

produced at a nonment's noti ce.
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CHAIR MLLER Ckay. | nean, even
referencing that you're going to have separate
accounts --.

MR KLINE: That's fine.

CHAIR MLLER. -- is sonething nore
than what the, citing the regulation. Gkay. Any
guestions then? Any other conments or questions

from Board nenbers? Ckay. Well, thank you very

much.

MR. KLINE: Thank you.

CHAIR M LLER.  Ckay.

MR CHESTON:  Your wel cone.

MEMBER ALBERTI: Good luck to you.

CHAIR M LLER:  Yeah, good I uck.

(OFf m crophone di scussi on)

CHAIR MLLER. So, our next hearing is
at 2:30 and it's 2:23. | don't see anybody el se

in the audi ence, so we can recess and conme back
at 2: 30.
(Wher eupon, the foregoing nmatter when

off the record at 2:23 p.m)
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